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CHAPTER 1 
INTRODUCTION 
In June of 1978, the state of California went to the polls 
to pass a $7 billion property tax-cut measure called 
Proposition 13. This meat-ax approach by the taxpayers 
was the result of frustration at the failure of lawmakers 
to cut tax +evies and government spending, and was seen 
clearly as the beginning of the "Great Tax Revolt of 1978." 
Soon after, several other states followed by voting on 
similar measures and sought to put the brakes on growth and 
wastefulness of government spending. Idaho, Nevada, and 
Oregon voters wanted to limit property taxes to percentages 
of assessed value, as did California. Arizona and Colorado 
voted on tying state spending to either the cost of living 
or personal income. An initiative in Nebraska proposed to 
impose a 5 percent limit on annual i11creases in local 
government spending. Michigan voters had a choice of 
limiting property tax assessments, linking taxes to personal 
income, or shifting tax supports for schools to a "voucher" 
system. 
Also, other states, such as Alabama, Arkansas, Hawaii, Illinois, 
Massachusetts, Missouri, North Dakota, South Dakota, and Texas 
all had various measures aimed at curbing taxes. or governmental 
spending. 1 
The passage of the various tax measures represented a mutiny 
which has been building for years. Over the last 10 years, 
111Tax Revolt at the Polls," u:s. News and World Report, 
October 9, 1978, pp. 30-31. 
2 
state and local taxes have climbed 152 percent per person,· 
outpacing per capita federal taxes, including Social Security, 
which jumped 105 percent.2 In 1953, the average American 
family earned $5,000 and paid 11.5 percent of the total to 
local, state, and federal taxes. In 1977, a comparable 
family earned $16,000, and though much of the increase 
represented the inflation rather than real gain in buying 
power, 22 .• 5 per~ent w~nt to taxes. 3 
California's Proposition 13 and the other states' tax-cut 
measures indicate a very strong public sentiment toward 
slowing down the growth of government and eliminating waste 
and inefficiency. As GOP political consultant John Mears 
said, "The warning to politicians to cut spending is unmistak-
able."4 
STATEMENT OF THE PROBLEM 
In view of the strong public sentiment, our political leaders 
in state and federal government must be more determined than 
ever to find ways of curbing excessive government spending. 
Unfortunately, as in the past, they will feel the pressure 
as the issues get closer to home. They are the ones who must 
make the hard choices of deciding between maintaining a park 
for and funding a senior citizen's program, between increasing 
welfare benefits or providing more education, between in-
creasing Medicare and Medicaid benefits and programs to 
"increase employment at home. 
The problem of getting a handle on government spending is not 
a new one for our governmental decisionmakers. Congress and 
executive branch officials have long recognized that too many 
government programs are failures but nevertheless keep 
211State, Local Taxes Still Heading Up," U.S. News and 
World Report, November 14, 1977, p. 82. 
3susan Fraher, "The Tax Revolt," Newsweek, December 25, 
1978, p. 43. 
4rb~d · 44 1 . ' p. . 
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cons:uming more of the taxpayers money, During a congressional 
deb.ate over an appropriation for one of those government pro-
grams that seems to go on and on bearing no fruit, an irate 
opp:onent.of the program leaped to his feet. Anyone seeking 
the secret of perpetual life, he said, "should come to Congress 
and. study government programs like this one. 11 5 
Sena,tor Edmund 'Muskie, chairman of the Senate Budget Committee, 
cited the need for better control over unchecked spending in 
government when he stated, "Budget reform has given us the 
vehi.cle· for a positive affirmation of our national priorities 
in tr.:he broadest sense, as they are articulated in the federal 
budget.. What we need now is a vehicle for exercising greater 
control 0ver the thousands of individual programs which make 
up that budget and which constitute the building blocks of 
national priorities."6 
Representative Brock Adams, chairman of the House Budget 
Committee, said, "It is now widely recognized that many of our 
existing programs simply have outlived their usefulness, work 
at cross-purposes with recently enacted programs, or are merely 
dup,Iication of other activities. A systematic review process 
which can result in the termination of such programs is long 
overdue .. "7 
One, direction that has been taken in attempting to curb govern-
ment spending is through the budgetary process. Through more 
than a half century of practice, budgeting has acquired a 
variety of administrative functions related to the control of 
agency spending, the management of public activities, and the 
determination of governmental objectives.a· Unfortunately, the 
5112'.ero-base Budgeting: one way to erase needless goverrJIIEnt pro-
grams .,.1'' Nations Business, 64 Novenber 1976, pp. 52-54. 
°Ibid.. , p. 54 
7lbi.d .. 
aAllen Schick, Budget Innovation in the States, Washington D.C., 1971 p.3: 
results of most of the more modern budgetary techniques 
designed to capture and manage government bureaucracies 
4 
have been disappointing. The problems confronting 
legislatures and various budgeting agencies have not been 
solved and budget administrators are continuing their search 
for new techniques to aid them in the decision-making process. 
One of the mor~ recent budgetary techniques being used and 





The appI1cat:ion of zero-base budgeting to government pro-
grams· will not provide increased manageability of program 
activities, which results in the reallocation of public 
resources. 
5 
Mana:g:eahi.lity of government programs is the degree to which 
policymakers can direct and control those programs in a 
manner most beneficial to the clientel and at the least 
poss;ible cost to the taxpaying public. Policymakers often 
have: 1-ittle c.ontrol over the programs and staff activities 
for which they are responsible. They also fimd it difficult 
to a:f·fect exiBting program activities, to reduce the base 
of e~isting programs, to redirect existing program activities, 
or to get agencies and programs moving toward policy objec-
tives. .Zero-base budgeting attempts to address these 
conditions; which must be corrected in order to address the 
prohiem of increased governmental spending and waste. 
The ability of ZBB to increase the manageability of govern-
ment: programs will depend on its providing a better basis 
for top management decisionmaking and more direct control 
qver.· govexnmenital spending. It must provide better infor-
mati.on, through program evaluation which would determine 
whether a program is efficient in its daily activities and 
to what degree it is accomplishing its purpose for existing. 
Also>,, zero-base budgeting would have to increase the ability 
of d'e.cisionmakers to direct or redirect existing programs 
which could result in the reallocation of resources. 
6 
METHODOLOGY, SCOPE, AND LIMITATIONS 
To achieve the objectives of the study, a review of appli-
cable literature was made. This entailed review of texts 
on ZBB concepts as well as case studies of governmental 
agencies which have implemented the budget technique. The 
. . 
review also included publications and articles written of ... 
ZBB, whi~h may have criticized or applauded its ability to 
cope with governmental program concerns. 
This study is not meant to be a detailed study of ZBB as a 
budget technique. It will consider only briefly the general 
concepts ana stated advantages of ZBB and will concentrate 
mainly on certain factors which will affect ZBB in its bid 
to provide direction and control of our federal bureaucracy. 
Since ZBB is a relatively new technique, the amount of de-
tailed information available is limited and although there 
have been case studies, the information is largely general 
in nature. Also in all fairness to ZBB, most of the conclu-
sions reached are based on information available on ZBB as an 
infant, thus growth and potential maturity may be forthcoming. 
CONTENT OF STUDY 
This· study consists of four chapters. Chapter three identi-
fies the basic concepts and benefits of zero-base budget-
ing relative to the various problems associated with govern-
mental activities. 
In chapter four, the main theme will be management control 
of the federal bureaucracy. The entire study will look at 
the characteristics essential in any organization for pro-
viding the direction and control necessary in carrying out 
its purposes as efficiently and effectively as possible. 
7 
This chapter will discuss the nature of the federal budget 
and. its: affect on controlling government spending. It will 
show that;. a majority of government program expenditures are 
not manageable or controllable and may not be for years to 
come~ They are not manageable because analysis of govern-
ment programs is generally poor; and uncontrollable because 
of the nature of government programs . 
.... 
Chapter four will also show some major administrative pro-
blems that may occur when implementing ZBB. Two specific 
problems that will hinder ZBB are; management resistance to 
the zero base concept, and the nature of the decisionmaking 
process .. 
The entire study should reveal that the control and direc-
.tion top policymakers desire is elusive, mainly because of 
the nature and ambiguity of most government programs. This 
study will also show that ZBB cannot contribute to the man-
ageability of'government programs; because the determination 
of program efficiency and effectiveness, which is necessary 
for better decisionmaking, is not attainable. This substan-
tially disables the directing or red~recting of government 
resources as a result of rational decisionmaking through 





Zero-base budgeting has suddenly emerged as the newest idea 
in government budgeting. Today, an estimated 400 companies 
have turned to ZBB and interest has been growing rapidly. 
For example, 4,500 to 5,000 managers have attended seminars 
on the subject in the last year. 9 This may be in part to 
Govenor CartJr's implementation of ZBB in the state of Georgia 
in 1973, and later in the federal government as President. 
President Carter's answer to excessive government spending 
is explained, "It is time for us to take a new look at our 
government, to strip away the secrecy, to expose the pressure 
of lobbyists, to eliminate waste, to release civil servants 
from bureaucratic chaos, to provide tough management ..... As 
President, I want you to help me evolve an efficient, econom-
ical, purposeful, and manageable government for our nation. 
I recognize the diffuculty, but if I'm elected it's going to 
be done!" Jimmy Carter, 1976.lO 
"Immediately after my inauguration, I will require zero-base 
budgeting for all federal departments, bureaus, and boards by 
executive order. 1111 
Management Orientation 
Zero-base budgeting is management-oriented and is similar to 
performance budgeting. Its principal thrust i.s to help 
9F.G. Lawrence, "Zero-base budgeting: Cure or Curse?" 
Industry Weekly, Vol. 196 p. 94 
lOJoseph S. Wholey, Zero-Base Budgeting and P~ogram Eval-
uation, Lexington: D.C., Heath and Co. 1978, p.1 . 
11 Lawrence, "Zerobase budgeting: Cure or Curse?" p. 94 
9 
administrators to assess the work-efficiency of operating · 
units by putting budgets in functional terms; and by provid-
ing work-cost measurements to facilitate the efficient per-
formance of thos.e functional activities. 
ZBB derives _its technique from cost accounting and scientific 
management concepts. Scientific management has been called 
doing that whicli is most logical and involves careful prob-
lem definition and development of adequate solutions. To use 
the scientific method for solving problems, logical.steps are 
carefully formulated and followed. 
The problem ~ust first be recognized and carefully defined, 
information relating to the problem must then be collected 
and analyzed. A tenative solution to the problem is then 
developed and tested to determine its usefulness and validity. 
Finally, a follow-up is made in order to check upon the effec-
tiveness-of the solution in meeting the objectives toward 
which the solution was applied. 
In order to facilitate this process and provide a basis for 
problem solving, work measurements and work standards must be 
developed. Work measurement is a tool of cost control for 
determining how much work is completed and how effectively it 
is completed. Usually this suggests a measurement of the 
volume of work and the amount of time required as well as the 
accuracy and appearance of the work. 
A work standard is a guideline or a yardstick of performance 
indicating what is expected of an activity and by which the 
work can be evaluated. By means of work standards the manager 
can determine what should be the quantity and quality of work 
produced. He can compare this with the actual quantity and 
quality of work produced; thus ·establishing managerial control. 
All work standards are aimed at obtaining 100 percent efficiency.12 
12J. Neuner, L. Keeling, and N. Kallaus, Administrative 
. Office Management, Cincinnati: Southwestern Publishing Co: 1972 
pp. 603-604. 
10 
The all important thing in this budgeting is the work or ser-
vice to .be accomplished, and what that work or service will 
cost. This is in contrast to the planning perspective; which 
emphasizes not the work or service to be done, but the objec-
tive or purpose to be fulfilled by the investment of public 
funds. In management budgeting, work and activities are 
treated virtually as ends {n themselves.13 
... 
Zero-base budgeting has been described as a bottom-up approach 
to the management decisionmaking process. This is because 
most of the information and recommendations come from the 
lower levels of the organization. However, the initial plan-
ning by top management and the review stages within the bud-
getary process should also be considered. 
Management is faced with the problem of coordinating a broad 
scope of dissimilar activities within the organization. These 
activities must be balanced to ensure effective. and efficient 
operations, which indicates the need for centralized coordin-
ation and direction. This need is addressed in the planning 
phase of the budgeting process. 
The planning phase is not a part of the zero-base budgeting 
system; however, it is a necessary prerequisite for the proper 
functioning of the new budgeting system.14 Prior to preparing 
the budget, meetings with department heads and budget analysts 
are held to establish general goals and objectives as well 
as guidelines for the organization. At this phase, the total 
organization is considered as a single unit and goals and 
objectives are established accordingly. 
Management is also faced with operating problems complicated 
by factors such as increasing size, diversity, and complexity 
13 "The Road to PPB: The Stages of Budget Reform," Public Administra-
tive Review, 26: 4 Decenber 1966, pp. 243-258. 
14George S. Mirnni.er, "An Evaluation of the ZBB System in Goverr:nrental 
Institutions," Research :Monograph No. 68 Georgia State Unniversity 1975 p, 48. 
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of the organization; wide geographic dispersion; rapidly 
changing· technology; and increased needs for specialized 
services .. These factors, as well as other problems specific 
to each organization, create the need for decentralized oper-
ations. In view of this, a bottom-up approach is needed; 
an approach where operating managers are responsible for their 
activity and have the opportunity to evaluate their own oper-... 
ations and recommend a course of action to achieve the organi-
zation's objectives. Zero-base budgeting provides this through 
the decision package and ranking procedures required of lower 
leve:l. managers. 
Top management must review the decision packages and establish 
the funding levels of each activity by determining the cut 
off level in each of the rankings. The rankings may be mod-
ified. with top management eliminating some packages and spec-
ifyiag that others be funded. These decisions are dependent 
on the needs of the individual activities as well as the re-
straints imposed on the total organization by the limited 
resources available. 
As s.:tated above, ZBB is a bottom-up approach, however, taking 
the total process into consideration it could be considered 
a top-down (planning phase), bottom-up, top-down (review) 
budg)eting process. 
Decision Packages 
Traditional (incremental) budget procedures do not provide 
the necessary review of existing operations.and expenditure 
leve,Is. If any changing in funding levels are made, the 
burdJen of proof is on top managements review process. Zero-
base1 budgeting requires managers to justify their entire 
budget requests in detail thereby shifting the burden of proof 
to each manager. 
The lowe,r level managers budget justification is developed 
in what .is called "decision packages." A decision package 
12 
is a\ document that identifies and describes a specific activ-
ity 0r: arganization in such a manner that management can 
eva]uat,e: it and rank it against other activities competing 
for· limited resources. For management to decide whether to 
appr.ove o.r disapprove the decision package, it must contain 
.... 
all. the n.eeded information for such an evaluation. 
D.ec:ision Package Format 
The. d:eci.s:ion package should provide general information such 
as the activity and the operation that is the subject of the 
package.. In some cases this will be the cost center or bud~ 
get u.ni:t title if only one series of packages is prepared for 
that uni.t; or it may be accounts payable, acounts receivable, 
and. J?ayr;oll for the Accounting Department. 
The. description of purpose and program are included in the 
format. The description of purpose identifies how each activ-
ity relates to the organization as a whole. It may also state 
the pur.1pose 0.f the activity in relation to the total organ-
ization;, identifying the goals and objectives of the activity, 
the problem the activity is trying to solve, or the service 
its trying to provide. The description of the program describes 
the methods, actions, operations, and/or types of people and 
equfpmenrt reconunended to perform the package. This section 
gives the reader a better understanding of what is being pro-
posed and allows him to ask detailed questions about the pro-
posa1l. the .alternatives, and the costs and benefits. 
The; anticipated costs of the program activities are included 
in the decision package. These costs represent the personnel, 
fees: and services, and capital expenditures necessary to 
proviLde the activity for the budget period. 
13 
The manager, when preparing the decision packages, must state 
the expected benefits if the package is funded. Benefits, 
which are 'items of gain, are difficult to explain, because 
of their subjective nature. However, they should identify 
the tangible results from the performance of a decision pack-
age and how the package partially or completely achieves the 
stated goals of .. the program. : . 
For example, a program objective may be to provide for a spe-
cific number of employees to attend workshops, seminars, and 
conferences relative to the organization. The benefit of 
achieving this objective is that an increased a~areness on 
the part of staff concerning organizational purpose would 
result. This, may or may not achieve the desired program 
goal of increasing the quality of staff in the organization. 
Benefits can also be described in quantitative terms and may 
be stated as cost-benefit ratios or in other measurable terms. 
Alternatives that may be identified on the decision package 
form are: (1) different ways of performing the activity, and 
(2) the consequences of not approving .the package, The first 
requirement forces managers to consider different methods 
and allows top management to review these alternatives. Upper 
levels of management can often take an action to change the 
method of operation that lower level managers do not see or 
will not identify. The second requirement may specifically 
state the impact that disapproval will have on other activities. 
It may identify what legal changes would have to be made in 
governmental organizations, and provide a focal point for top 
management to decide whether the cost savings of disapprov-
ing the package outweigh the consequences involved.15 
The key to zero-base budgeting lies in the identification and 
15Peter A. Pyhrr, Zero-Base Budgeting: A Practical :Maii.age:rrent Tool 
for Evaluating Expenses, New York: John Wiley & Sons 1973, pp. 63-77. 
14 
evaluat~on of alternatives for each activity. 16 Two types 
of alternatives should be considered when developing decision 
packages. , The first is to determine different ways of per-
forming; the same function. That way the best alternative is 
chos;en. The second is to choose different levels of effort 
for performing the best alternatives. Usually a minimum 
leveJL of effort .. package would be ranked higher than the others. 
This would eliminate lower ranking packages from precluding 
the p;erformance of the minimum level of effort (higher ranked 
packages.') for each activity. 
Identifying different levels of effort may provide the most 
significant results of zero-base budgeting. Limited expendi-
ture: levels might cause the complete elimination of some 
functions if only one decision package at some desired level 
of effort were identified. This may not prove desireable and 
highe,r management might pref er to have the option of reducing 
current levels of effort in addition to eliminating entire 
functions~ 
The formnlation of decision packages are made at the bottom 
, level. of an organization to promote detailed identification 
of ac::tivities and alternatives. This will also generate inter-
est and participation by the managers who are most familiar 
with each activity and who will be operationally responsible 
fort.he approved budget. 
Ranking Decision Packages 
Once, alternative decision packages are formed, the next step 
is ranking the packages. The ranking proce~s forces manage-
ment: toi C'Oncentrate on how much to spend and where. These 
quesitions, are answered by listing all decision packages iden-
tified in. order of decreasing importance. Management can then 
identify, the b.enefits to be gain~d at each l'evel of expenditure 
1.€>Ib "d 6 7 )]/. . ' pp. - . 
. 15 
and can study the consequences of not approving additional 
packages. ranked below that expenditure level. The initial 
r~nking s~ould occur at the organizational level where the 
packages are developed, so each manager can evaluate the im-
portance of his own activities and rank his packages accord-
ingly. Then the manager at the next level up the ladder 
reviews these rankings and uses them to produce a consolidated 
ranking for all •the packages presented to him from below. 17 
The decision package concept is considered to be the answer 
to what government policymakers need; an efficient way to 
generate a list of feasible budget reductions and increases, 
and informat~on that will illuminate the consequences of these 
budget choi.ces. 
Advantages 
The principal advantage of ZBB over incrementalism is that 
every discretionary cost in an organization is defined and 
categorized. ZBB leaves out the assumption that last years 
programs are probably all right and that the budgeting effort 
should concentrate only on incremental changes. 18 This is 
accomplished through the decision package and ranking pro-
cedures in the budgetary process. 
ZBB also requires the participation of managers at all levels 
of each organization. Since they are experts in their respec-
tive·activities they should become familiar with planning and 
budgeting procedures and to be responsible for evaluating 
their own cost effectiveness. 19 Top management also receives 
the benefit 6f manager's thoughts and recommendations. 
Managers can be measured against goals, performance, and 
benefits to which they have connnitted themselves. Therefore, 
17Ibid., p. 15 
18 James D. Suv.er and Ray Brown .. "Where does Zero-base budget-
ing work?" Harvard Business Review 55: November 1977, p. 82 
· 19 
· Pyhrr, ZBB: A Practical Management Tool for Evaluating 
Expenses p .. 34 
16 
those activities which are poorly operated and managed may be 
readily identified and top management can take whatever action 
. 20 
is necess~ry. 
One concern of this advantage is that managers are measured 
against goals and benefits which they themselves have estab-
lished. Managers of activities may set their goals and per-
formance measures too low in order to safeguard against poor 
performance. This may result in programs having a good per-
formance record, but is actually less efficient and effective 
than it could be. 
There is als9 an assumption in budget making that the amounts 
shown in the 1 final budget are the amounts which a subordinate 
will strive to achieve. The validity of this assumption 
depends on how agreement was reached on the budget. Was the 
budget imposed by the manager? Was it propos·ed by the subor-
dinate and agreed to by.the manager? Was a budget originally 
proposed by the manager as a point for discussion, and another 
budget mutually agreed to after negotiation? 
Attainable goa.ls are desireable if the organ~zation and its 
reward systems are organized in such a way that the managers 
serve their personal goals by meeting the expense control 
established for their activity. If the goals are set as an 
engineering ideal and unattainable, the manager of the activity 
may recognize that in spite of everyones best efforts it will 
not be possible to meet the budget goals. They ma,y then have 
little effect on raising aspiration levels or encouraging 
expense control· efforts; since regardless o·f performance, the 
standard cannot be met. If on the other hand, the standard is 
set at the level of past performance, there is very little 
motivation for the manager to improve expense control. The. 
manager may not aspire to better control of work or to improve-
ZOibid. 
17 
ment of methods, because the plan can be met by merely con-
tinuing as. in the past. 
Overview 
Zero-base budgeting is a management tool; like any other tool 
it must be utilized in a manner to get the most effective 
results possible. An organization must put forth a coordin-
"'· 
ated effort in utilizing ZBB, otherwise the process might not 
result in better policy decisions. 
Any tool is only as good as its handler; as President Carter 
states, "Zero-base budgeting procedures are one of the best 
tools for ensuring constant reassessment of staff programs, 
new as well as old. But no system will work unless these at 
the .top understand the workings of a large bureaucracy, are 
willing to work long hours to find out what is really going 
on, and have the political courage to make tough decisions. 1121 
21Jimmy Carter, "Jimmy Carter tells why he will use Zero-
base budgeting," Nations Business 65, January 1977., p. 26 
18 
CHAPTER 4 
MANAGEMENT OF THE FEDERAL BUREAUCRACY 
... 
The President is the chief executive of the United States. He 
is the head of a large federal bureaucracy which provides 
those services not available from the private sector. As head 
of this huge organization, he and his management team (cabinet) 
are faced with the problem of coordinating the broad scope of 
I 
government activities to ensure effective and efficient opera-
tions. 
As President, _Jimmy Carter has stated that he-wants to provide 
tough management to eliminate waste and evolve an efficient, 
economical, purposeful, and manageable government for our 
nation. He is going to rely on ZBB to help him accomplish this 
in.the federal bureaucracy. Unfortunately for him (and the 
U.S. taxpayer).achieving a manageable bureaucracy through the 
use of ZBB is highly unlikely. 
This is due to two main reasons. First of all, a large por-
tion of governmental expenditures are uncontrollable. Secondly, 
ZBB can not contribute to increased manageability of those 
government programs which are controllable. 
Budget Uncontrollability 
There has been increased efforts by politicians and others in 
recent years to improve concepts and procedures in the budget-
ary process for reallocating public resources . (ZBB is the 
latest). They should recognize that the process of public 
resource allocation is not a deliberative and systematic choice 
· among many alternatives. Rather, i~ is a fragmented and 
compartmentalized affair where key decisions are not made during 
19 
the budget process or within the budgetary framework at all. 
It is an ~arlier stage of the process which is the effective 
point of decision making on numerous government spending 
programs; the enactment of substantive and often permanent 
legtslation. This is the birth stage and rebirth and growth 
stages of a substantial prbportion of federal spending . 
... 
In practice, the President and Congress do not face each year 1 s 
budget preparation and review cycle with a clean slate; they 
must take account of large accumulation of legal restraints 
within which they must operate. The relatively controllable 
portion of t$e budget consists of those governmental spending 
programs where the determining factors are dependent on the 
appropriation process, which may modify them, at least to a 
considerable extent. 
There are four categories of institutional barriers to improving 
(or at least changing) the allocation of government resources: 
trust funds, permanent and indefinite appropriations, other 
fixed charges, and partially -completed projects.22 
Trust funds vary from the large social insurance type of mech-
anisms, such as Social Security, Military Pensions, Railroad 
Retirement, and OASIS programs. These funds are usually financed 
through permanent appropriations which do not require an annual 
bill or annual action by Congress. In the case of the social 
insurance funds, the actual level of expenditures is determined 
by the number of eligible persons who apply for benefits 
during a given year. 
Social Security is the largest single spending program in the 
entire federal budget~ During fiscal 1979, it is expected that 
$129 billion in checks will go out to millions of retired and 
2211 Budget Uncontrollability as an Obstacle to Improving the 
Allocation of Government Resources, 71 quoted in R. Golembrewski 
and J. Rabin, Pub lie Budgeting and Finance I taska, Ill. Peacock 
Pub., 1975, pp. 98-101 
20 
disabled worker,s and their dependents and survivors. 23 Congress 
has acted. to slow the increases in SS benefits, yet barring the 
way is the massive commitment already made to millions of 
peopl.e for ,d.ecades ahead. 
There are, .numerous permanent appropriations which are contained 
in bil!ldget funds. The largest of them is the permanent and 
inde:fini.te appropriation for the payment of interest on the 
natiana1 debt. During fiscal 1979 ending September 30, the 
expected interest on our national debt is expected to be 
$39.6; bfllion.24 Farm-price supports which are also considered 
permanent will be $4.6 billion. 
Fixe-d2 charges are those programs where the level of spending 
is determined effectively by basic statute.s rather than through 
the rev.ie:w of annual appropriation requests. The largest 
programs: in this category are the appropriations for public 
assis;tanc·e (Medicare and Medicaid) and veterans benefits. 
The Department of HEW makes grants to states to reimburse them 
for a fixed share of the public assistance payment that they 
make·~ Similarly, the Veterans Administration provides statute 
. determin.ed benefits to all qualifying veterans or their widows 
and children who apply. These programs will cost the tax-
payers an estimated $89 billion in this year alone. 25 
The final type of relatively uncontrollable budget activity 
is tne amount of new funds requested to continue or complete 
construction and similar long-term projects started with money 
voted in the budgets of earlier years. Typically for 
z3.11Why .its so Hard to Cut the Federal Budget," U.S. News 




government agencies with large construction programs, such 
as the Army Corps of Engineers and the Department of Interior, 
each year'.s budget request is dominated by funds needed for 
projects begun under prior year budgets. Federal aid for 
highways to state governments will be $7.l billion this year 
and an additional $4.7 billion will be spent on water projects. 
A President pledged to bring the federal budget under control 
will find that spending is becoming less, not more controllable. 
Today, a big share of government outlays (approximately 48 
percent of the total federal budget) are spent for the various 
types of expenditures discussed above, and are beyond the power 
of the President to control. 
An additional 18 percent of the federal budget is considered 
somewhat controllable by the President and Congress. This 
leaves only 34 percent of the total 1979 budget to be considered 
fairly controllable by the President and Congress. These 
expenditures are mostly to buy goods and services for federal 
programs, including the services of federal employees. 26 
Management Control 
Management control is the process by which managers assure that 
resources are obtained and used effectively and efficiently in 
the accomplishment of the organizations objectives.27 Thus, 
the intent of the management control process is the achieve-
ment of planned objectives as effectively and efficiently as 
possible. 
ZBB. and Management Control 
It is said that ZBB compliments the management control process 
by (1) establishing clear-cut goals and objectives (2) measures 
26 Ibid 
27Robert Anthony, Mana ement Accountin : Text and Cases, 
Homewood, Ill. : Richard D. Irwin Inc., 1970, p, 14 
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progress toward those goals and objectives (3) indicates 
positive action required if performance deviates from plan 
and budget, and (4) displays potential for further improve-
ment.28 
It requires that macroeconomic goals and objectives be 
established for the organization, then proceeds to define 
the microeconomfc goals and objectives for each activity 
within the organization. It provides both budget and 
performance measures as well as operating objectives, so 
management's control and reporting systems can indicate both 
budget and performance variances. These variances at the pro-
gram level can then be evaluated in detail and can, therefore, 
pinpoint the specific action desired. 
The need to manage performance with measurement is found in 
nearly every work process of nearly every organization. 
Performance measurements within work processes are endless. 
Each is a case of delivering a measurable ~et of results (output) 
from committed resources (input) within a specified period of 
time. 
If measured productivity is pervasive in organizations and 
represents a significant goal, it also must be the primary goal 
of the individual manager. The manager must acquire a positive 
attitude that initiating improvements is the sum and substance 
of the job. The manager should achieve, on a continuing basis, 
a better ratio of output to input in executing responsibilities 
that are expected to be carried out. The manager must also be 
able to evaluate this ratio since measurement will be the gauge 
of progress and achievement within a budget ·period. 
The measurement of productivity as a discipline has been slow, 
especially in government. This is because most government 
28Pyhrr, ZBB: A Practical Management Tool for Evaluating 
Expenses p. 189 
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programs, when stating their goals and objectives use gener-
alized terms, which inhibit the use of evaluative measures. 
These are.words, such as streamline, economic, quality, growth, 
service» morale, attitude, timely, and so on. These terms cover 
such an elusive broad range that assigning quantitative measures 
is difficult. However, these generalized terms are usually 
accompanied or modified by percentages, ratios, averages, and 
... 
so on. Valid measurements are needed that relate and are useful 
to the organizational level as well as the·activity within the 
organization. 
The value of quantified work expectations cannot be overesti-
mated. It i~ an effective way to increase the rationality of 
decisionmaking and managing. With quantified work expectations 
on the outcomes of projects and programs, judgments of many 
kinds can be made in budget allocations and priorities, program 
planning and accountability. 
Ratios are a connnon method of evaluating performance. These 
ratios show the comparisons _of how resources are being utilized 
within an organization and between organizations of comparable 
size. A ratio is the relationship of input variables (resources) 
to output variables (results). In organizational programs, the 
input variables are usually the costs incurred for land, payroll, 
s~pplies, fees, equipment or anything else needed to produce 
the o"utputs desired. Outputs are generally in the form of 
services rendered, revenues, products sold, customers, units 
produced, failures generated, responsibilities met or other 
results derived from its activities. 
Another common measurement for evaluation is managing by 
objectives (MBO). An advantage of its use is its ability to 
provide evaluation of achievement and evaluation of progress 
toward achievement. The MBO process can set up measures of 
effectiveness and efficiency in the context of a planned work 
process from start to finish. MBO attempts to plan future 
r) 
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results by involving managers and subordinates in the areas of 
responsibility. It identifies the organization's goals and 
uses them·-to guide the individual manager to formulate individual 
objectives. When completed, they represent measures of per-
formance on how well the individual has met responsibilities 
and·furthered the organization in its purpose. 29 
In providin:g thf·s information, ZBB may be defined as a control 
budget. A control budget is primarily a control device because 
it states the expected or standard performance against which 
actual performance can later be compared.30 For any budgeting 
system to be totally effective, it must provide a method whereby 
the actual r~sults (output) obtained during the period can be 
compared to the planned objectives of the organization. Also, 
it must be able to compare the planned (or budgeted) amount of 
expenditures as compared against the actual expenditures 
incurred during the period. 
In the management control process, there are four principal 
steps: (1) the programming phase where decisions are made with 
respect to the major programs in which the organization is to 
engage during the coming period (2) the budgeting phase which 
expresses·the program terms into monetary terms and determines 
program responsibility (3) the accounting function which records 
are k~pt of resources actually received. (4) reporting and 
evaluation where a variety of information is summarized, analyzed, 
and reported to those who are responsible for knowing what is 
happening and for improving performance. 
All phases of the management control process are interrelated 
and very important; without any one phase the total control 
process would be ineffective. 
29Paul Mali, Im~roving Total Productivity, New York: Wiley 
and Sons Inc., 197 , pp. 77-102 
30Anthony, Management Accounting: Text and Cases p. 492 
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ZBB and Program Evaluation 
Program·evaluation means the systematic measurement of program 
performance (resource inputs, program activities undertaken, 
resulting outcomes or impacts), the making of comparisons 
based on those measurements, and the communication of evaluation 
findings for use by policymakers and managers in decisions on 
government prog{ams. Program evaluation is the process of 
judging the value or worth of government programs. In this 
sense, ZBB is program evaluation.31 
Program evaluation is the last and perhaps the most important 
step in the management control process. It can only be useful 
if it is, inifact, a tool of management. If it is to contribute 
to program improvement, the decisionmakers must receive and 
rely on program performanc·e feedback, such as measures of impact, 
outcome, and intervention activities in order to support policy 
analysis and management decisions. 
Program Evaluation in the Federal Government 
In. the federal bureaucracy, program evaluation is virtually 
nonexistent. A limited survey in 1972 revealed substantial 
funds to evaluation of federal programs. Unfortunately, the 
information received was often imperfect and incorrect, and 
provided little help in program evaluation. Even when 
evaluations were made, there was little evidence of improved 
prog-ram performance following evaluation.32 
This management problem; namely, the lack of significant 
improvement in program performance has been attributed to the 
nature of today's programs. In older government activities, 
the involved program intervention was clearly defined and 
3 1Joseph Wholey, Zero-Base Budgeting and Program Evaluation, 
Lexington: D.C., Heath and Company, 1978, p. 47. 
32p, Horst, J. Nay, and J.W. Scanlon, "Program Management and 
The Federal Evaluator," Public Administrative Review, July/August 
1974, P. 300. 
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described in detail in a body of law or regulation (Social 
Security). The implementation of such activities was largely 
an act of .administration of the laws and regulations. Eval-
uation of success or failure of the act of implementation was 
prima,ril.y a matter of assessing compliance with the guicling 
laws and. regulations. Descretion was at a minimum and details 
were determined in advance . .. 
Today,t!s government programs involve problems in which the proper 
program intervention mechanism is not well understood, or 
defined (lowering hard core unemployment), or in some cases 
even Rm.own. If no one knows exactly what detailed program 
intervention~will be of value, greater management descretion is 
allow;ed and exercised. 
Generally, a government program is simply put into a place and 
an agency is charged with making it into a successful operation. 
Too often the evaluation of these programs is hindered, mainly 
because of the lack of definition. Eloquent, but elusive 
language is o.ften used in describing their goals and objectives. 
How can one determine whether a program has reduced "dependency", 
. and ''''eommunity tensions," or successfully converted "poor 
quality of life" into "adequate quality of life." 
Another hindering factor is the lack of a carefully determined 
framework to guide the program. In this case there is also no 
framework for evaluation purposes. 
Because of the lack of definition (which includes definitions 
of 011tputs) in government programs, the efficiency and effec-
tiveness of these programs is almost unattainable. Efficiency 
and effectiveness are the two criteria for judging the perform-
ance, <l>f g"Overnmental programs. 33 Efficiency is the ratio of 
33Robert N. Anthony and Regina Herz linger·, Management Control 
in Non Profit Organizations, Irwin Inc. Homewood, Ill. 1975, p.19 
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outputs to inputs, or the amount of output per unit of input 
(costs). In order to evaluate efficiency, some quantitative 
measurement of output is necessary. Since the definition of 
outputs is rarely available, the quantitative measurement of 
these outputs is hardly feasible. Effectiveness is the rela-
tionship between a program's outputs and its objectives. The 
more the outputs contribute to the objective, the more effec-.. 
tive the program is. Since both objectives and outputs are 
often difficult to identify, let alone quantify, effective-
ness is difficult to determine. 
Also, efficiency and effectiveness are almost always used in 
a comparative, rather than an absolute, sense; in other words, 
program A is more or less efficient than program B. 34 Exper-
ience in examining field operations indicate that program 
packaging is generally skin deep and that very different pro-
ject activities and definitions of outcome often parade under 
the same assumed program name. 35 This means that many program 
activities cannot be defined on a common base of measureable 
terms; thereby eliminating any substantial comparison and hin-
dering any determination of efficiency and/or effectiveness. 
Management Resistance to Zero-based Budgeting 
All large organizations resist change; no matter how good the 
idea is. A lower level manager cannot be converted by silenc-
ing him and then giving him edicts to follow. This runs con-
trary to the. philosophy of ZBB as a participative, open, decen-
tralized, bottom-up approach. Therefore, it is said that ZBB 
must be sold to those lower-level managers and supervisors who 
make up the budget. 
It is those managers and supervisors of the many various 
34Ibid. 
35 P.Horst, J.Nay, and J.W.Scanlon, "Program Manageme~t and 
the Federal Evaluator," p. 303 
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responsibility areas (agencies, departments, bureaus, pro-
gram. act:ivities) w:ithin the federal bureaucracy who make up 
the budg,et;. 
In a lar.ge organization such as the federal bureaucracy, there 
are many·managers who each have a certain area of responsi-
bili.cy. Eor i.t is not likely that one manager could do all the 
detailed. planning and make all the decisions necessary to 
contto,l its ·Operations. It is also unlikely that these man-
agers:; can move an organization toward its objectives with-
out fe€dback: ,on the quality of its performance. Overlap of 
efforts,., fai.'lure to handle some essential aspects of the man-
agement task} Lack of coordination and control, all lead to 
inef:ficiency iand .ineffectiveness. Therefore, in order to min-
imize the-se problems it is essential to develop responsibil-
ity ar.eas for each manager and delegate the authority needed 
to fulfill those responsibilities. 
Thes:e, responsibility areas are generally established by func-
tion.,, and they are usually staffed with people who possess 
the education and experience necessary to manage it. For exam-
. ple, management of a government servic.e plant is a complex 
task ... The manager would normally control the expenses, reven-
ues, and. ass1et levels of the plant. In order to do this, 
cons·icferabLe knowledge of production, marketing, finance, human 
relarttion.s·, and accounting would be desireable. 
It is these lower-level managers who control the expenses of 
their respon'Sibility areas, and are held accountable for those 
expenses. 
It f.s; argued that these lower-level managers benefit more 
from. ZBB than top management because they are forced to seek 
alteJ:matives, consider cost reductions, and prepare decision 
packages. "I'ihis gives those managers an opportunity to become 
more. knowled;g-eable in their own responsibility areas. With 
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this in mind, it is an important fact that ZBB won't work· 
unless activity managers are willing to prepare and justify 
meaningful packages. 
Since ZBB is profoundly a "bottom-up" process, it is utterly 
dep~ndent on the capacity and goodwill of lower-level managers. 
After the ·initial planning- phase, where top management deter-
mines the organization's overall goals and objectives, lower-
level managers are asked to submit their decision packages 
(reconnnendations) to them. This is the bottom-up phase of 
ZBB. Top management must depend on their reconnnendations, 
since they possess the knowledge and understanding of their 
respective areas and largely determine activity goals and 
objectives. Once the decision packages are prepared, top 
management must review them. 
This review process, which is a top-down phase of ZBB, must 
be a give and take process; with lower-level manager's thoughts 
and recommendations making up the foundation for decision-
making. Top management must bear in mind when conducting the 
budget review, that the manner of review may have an impact 
on goal congruence, and whether or not goals are realistic. 
If managers perceive themselves to have a satisfactory influ-
ence in the determination of the budget, and if the superior 
is showing a tendency toward flexibility in goal determina-
tion, there is a higher probability of realistic goals and 
goal congruence. 
Also the managerial instinct for self preservation is a very 
powerful influence in decisionmaking. Since a.managers com-
pensation and status are often directly related to the size 
of his department, he is naturally inclined to build up his 
area as much as possible. A manager who finds major oppor-
tunities to reduce cost is thereby open to a charge of bad 
management in the past, therefore most managers are reluctant 
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to take a really critical look at their own staffing levels. 36 
Generally, responsibility area managers have exhibited an init-
ial reluctance to participate in ZBB. In mid 1976, Flordia 
Light and Power Company of Miami began working out details to 
train their activity managers. Managers and supervisors 
viewed ZBB as-very threatening and at least 3/4 of them showed 
some skepticism ... in being trained. The company had to plan 
a careful selling process to show them what it could do for them 
in selling their proposals. The power company considered this· 
selling plan very crucial to the acceptance of ZBB. 37 
L.M. Cheek, in his study of ZBB in the federal bureaucracy ·, 
explained that the need for a positive mental attitude to sell 
ZBB was ignored. He said the whole idea of "selling change" 
runs contrary to the feder·a1 culture. Generally, those who do 
a credible job and don't make waves get ahead; ZBB was viewed 
as a threat rather than an opportunity. 38 This may be due to 
typical government administration·being "pseudo-management," 
that is because all management activity takes place in a process 
that is not linked to actual program results. 39 A program is 
deemed worthy as long as its activities remain acceptable to 
an everchanging cast of characters at the policy level. 
ZBB's Contribution to Management Control 
ZBB's contribution to management control within the federal 
government today is minimal. This is due primarily to the lack 
of program evaluation. It has been stated that ZBB compliments 
the management control process by establishing goals and objec-
tives and thereby allows performance to be measured and evaluated. 
36Lawrence, "Zero-base budgeting: Cure or Curse?" p.98 
3 7 lb id. , p .· 9 5 
38L.M. Cheek, "Zero-base budgeting in Washington," Business 
Horizons 21, June 1978, p. 27 
39 · · 
P. Horst, J. Nay, and J.W. Scanlon, "Program management and 
· the Federal Evaluator," p. 305 
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However, it has al~o been stated that goals and objectives 
of most .government programs are elusive and unmeasureable. 
This is because values cannot be placed on outputs of those 
programs; and without output measurement, efficiency and 
effectiveness cannot be determined. And, since management con-
trol is efficiency and effectiveness minded, ZBB or any other 
budget concept cannot possibly contribute to it until evaluation 
"· 
measures are adequate. 
Also, there is resistance on the part of those lower-level 
managers who comprise the ZBB budget. Since this exists, goals 
and objectives which can be established will be easily achieve-
able and will not provide top management with realistic meas-
ures for performance. 
Management Control and the Federal Bureaucracy 
President Carter is using ZBB in order to bring about a.more 
manageable bureaucracy. He must believe ~hat this budgetary 
technique will provide a basis for a more cohesive organization. 
An organization which will run smoothly and efficiently, and 
will be more e.ffective in accomplishing the numerous purposes 
for which it was established. 
As we have seen, most of the federal spending is virtually 
uncontrollable. The federal budget for 1979 was $491.6 billion 
dollars, of which $324.5 billion was considered uncontrollable. 
This leaves only $167.1 billion which could be considered 
controllable. This uncontrollable spending is rooted deep in 
permanent legislation and due to the nature. of the programs 
(social welfare programs) will in all probapility never cease 
or be reduced. In fact, it is estimated that costs in these 
spending programs are going to increase considerably in years 
to come. Only changes in the law could alter the federal 
spending in the years ahead. 
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Takim.g the uncontrollable spending requirements out of the 
picture,,. lets concentrate on those dollars which are considered 
controlla:'ble. Can these programs actually be managed to pro-
mote, efficient and effective operations? This is highly un-
like!y; because certain conditions exist in the federal bur-
eaucr.acy, which are not conducive to good management control. 
In o.~de1: to substantiate this, lets consider seven character-
• 40 is tics. which are necessary for good management control; and 
then. ciiseuss them in view o.f those existing conditions described 
earf±er in this chapter. 
Ch:ara<i::teristics of Good Management Control 
1. A formal management control system is a total system in the 
sense that it embraces all aspects of the organizations oper-
ation. It needs to be a total system because an important man-
agement function is to assure that all parts of the operation 
are in. balance with one another; and in order to examine balance 
manag~ment needs information about each of its parts. 
2. A management .control system should contain information about 
both inputs and outputs. Inputs almost ahmys can be measured 
in terms: of cost, outputs are much more difficult to measure. 
· 3. A.management control system should be a coordinated, inte-
grated., system; that is, although data collected for one purpose 
may dlff;e'r from those collected for another purpose, this data 
should. be reconcilable with one another. 
4. Management control should be designed so that individuals 
who cfete·rmine agency or department actions are acting in the 
best interest of the organization. The system should encourage 
goal congruence. It should also be structured so that the goals 
of pe:,<;ipl.e. in the organization are, so far as feasible, consis-
tent: witrh the goals of the organization as a whole. 
The p:res,ent lack of data for program evaluation, thus the in-
ability to determine whether or J?.Ot government programs are 
4 o~.N-+:,h• . d H 1. "'"" C 1 • N P f. auu ony an erz 1nger, J.!anagement ontro 1n on ro 1t 
Organizations pp. 31-33 
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efff.eient and effective hinders considerably these essential 
char.acteristics. If the federal bureaucracy is to be viewed 
as ame organization, it is necessary that all agencies and 
departments within operate in balance with each other. Many 
times there are se.veral agencies of government which perform 
the s:ame· ftmctions and are in competition with each other. In 
order· for appropriate changes to be made, information is need-
"· ed t© determine which agency is more efficient and effective 
in c'alrry.ing out its purpose. If this could be determined, 
reorganization could be implemented which would allow for a 
more} cohesive and effective bureaucracy instead of blind reor-
ganiz:ation f?r political reasons. 
5. Line managers are the focal points in management control. 
They, are the persons whose judgements are incorporated :i:-n the 
approved plans, and they are the persons who must influence 
others and whose performance is measured. The significant 
decisions are made by the line managers. 
Sinc:e: the zero-base approach is a "bottom-up" approach, the 
information obtained by top management is probably not going 
to reveal any significant inadequacies in government programs, 
let al.one adequate measures for program performance evaluation. 
As dle'.scribed earlier in this chapter, there is a natural ten-
dency for lower-level managers to resist a zero-base concept 
which would establish work performance measures to evaluate 
their programs. Managers do not want to be measured against 
goals and objectives, which might show them to be poor man-
agers. Since it is these managers who are to develop goals 
and crbjectiv-es, they will undoubtably be to. the best interests 
of the manag,ers and his existing environment than to the or-
ganization as a whole. 
6. With few exceptions a control system is built around a 
financial structure; that is, re.sources are ·expressed in mon-
etary units. The accounti~g system provides a unifyi~g core 
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to whic~ other types of information can be related. 
7. The m~nagement control process tends to be rythmic; it 
follows a definite pattern and timetable such as year after 
year. In budgeting, certain steps are taken in a perscribed 
sequence and at certain issuance of guidelines, preparation 
of estimates, review of estimates, final approval by top 
management, operating and accounting' reporting, and per-
formance analysis. The procedures to be followed at each step 
is to be spelled out ·in a manual. 
The last two characteristics of management control are evi-
dent in the federal bureaucracy and provide the framework for 
appropriation of monies to the programs within the structure. 
Nature of the Decisionmaking Process 
Management control is that which assures organizational goals 
and objectives are being carried out as efficiently and 
effectively as possible. It depends on a rationalized decision-
maki~g process where all the-units are seen as a part of one 
total organization: one total organization which is cohesive 
in nature and seeks to act as a single united effort in carrying 
out public policy. It should be an organization headed by a 
management team willing to promote public policies they see 
as the most beneficial to society. 
The question arises as to who is top management in the federal 
government? Top management in the federal government is not 
limited to the President and his Cabinet. Other characters 
and their roles in the decisionmaking process must be considered. 
Along with the chief executive, we have the legislature which 
plays an important part in determining public policy. The 
legislature is comprised of standing conunittees, individual 
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legislators, and party leaders; all who may be influenced by 
their constituents and special interest groups·, 
All of these individuals must be considered within the scope 
of top management. The degree of influence on the decision-
making process will vary among the participants. However, in 
trying to promote their own conflicting interests, they create 
.. 
uncertainty in efforts to rationalize the decisionmaking 
process and politics prevail. 
Gordon C. Duke, who assessed the ZBB implementation in the 
state of Kentucky states, "attempts to rationalize public 
budgeting have usually involved placing a scientific model over 
what is essentially a political process. Science is the pro-
cess by which we resolve fact controversies in our society. 
Politics, on the otherhand, is the process by which we resolve 
value controversies. Hence, the problem attempting to rational-
ize a process ~hich by definition is not totally rational. 
Make no mistake about it, public budgeting as currently prac-
ticed in most states is not an economic process of resource 
allocation. Rather, it is a political process of value allo-
cation. ,,4l 
ZBB's Track Record 
President Carter's 1979 budget, his first comprehensive state-
ment of his policies and priorities was submitted to Congress 
on January 23, 1979. 
Overview 
Carter built his 1979 budget with ZBB. Despite its name, the 
system did not enable the Administration to build the budget 
from a base of z.ero. Massive chunks of the budget (social 
security, interest on the debt, $120 billion in defense spend-
ing) received no special treatment under ZBB. 0MB, after 
41cheek, "Zero-base budgeting in Washington" p.27 
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forcing the department and agencies to set priorities among 
their programs, failed to rank federal programs on a govern-
ment-wide .basis. 
The n.ew system, as Carter said in his budget message, may 
have· allowed "better, more evenhanded judgements" about fed-
eral programs. But budget officials in the 12 Cabinet depart-
ments offered lfttle evidence to support the President's asser-
tion that: ''the budget includes dollar savings and improvements 
in tfue way programs are operated. 42 
Incremental ism? 
The new system was supposed to cure the disease of incremen-
tal budget::ing. When he was governor of Georgia in 1974, 
Carter told the National Governors' Conference that ZBB in 
his state had made it possible to examine the need for exist-
ing programs as well as for spending increases. An interview 
with budget officials in the 12 Cabinet departments indicated 
that the budget process did not work that way in Washington. 
They were unanimous in their view that the new system did not 
force them to dig deeply into their spending base. 43 They 
· stated that it wasn't zero-based, rather, it was incremental 
budgeting: .. 
Program Cutbacks 
At a press: briefing on January 21, the Office of Management 
and Budget listed three small programs that President Carter 
eliminated from his budget request as a result of ZBB. 
According: to the departments that run the programs, ZBB influ-
ence.cl: the decision to eliminate only one of the programs. 
42' Joel HavemannJ "The Budget-A Tax Cut, Little Else," 
National .Journal, January 28, 1978, p. 124 
43Ibid. .. ,. p. 129 
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The other two almost surely would have been killed anyway. 
Concerning the one program that was eliminated; the Depart-
ment of Agriculture officials said that ZBB made it easier 
to decide to cut their $5 million program, which, appeared 
very low on their priority list anyway. 
The other two programs; identified in the Interior Depart-
ment, were not eliminated because of ZBB. The $19 million 
mined land demonstrations program, which provided for the 
restoration of abandoned mined lands, was eliminated in favor 
of a program financed from a new trust fund for abandoned 
mine reclamation. 
For the other program, the department requested $181.4 mil-
lion for its evaluation of the national petroleum reserve 
in Alaska, this program was due to be completed in 1979 
anywayt 44 
In 1973, the state of Georgia used ZBB in -the budgetary pro-
cess. George Minmier, in his study on the implimentation of 
ZBB ·stated there was no substantial evidence that there has 
been any appreciable reallocation of financial resources as 
a direct result of ZBB. This was supported by responses 
from 17 budget analysts present during the implementation. 4S 
CONCLUSION 
There are several statements we can make as a result of this 
study. 
1. Management control is necessary to promote efficiency 
and effectiveness in government spending. By definition, 
it is .the process by which managers assure that resources 
44Ibid. , p. 130 
45Minmier, "An Evaluation of the ZBB Systein in Governmental 
Institutions, 11 p. 49 
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are obtained and used effectively and ef~iciently in the 
accompli~hment of organizations objectives. In order to de-
termine e~fectiveness and efficiency, input and output measures 
must be established to measure performance. Without these 
measures,. proper evaluation of government programs is not 
available. 
2. There are certain environments in the federal government 
which hinder adequate managerial control. These are (1) Man-
agement resistance~which goes against the grain of a "bottom-
up" approach to ZBB and management control. This tendency may 
undermine any attempt to establish adequate performance mea-
sures. (2) Nature of the decisionmaking process-the fact that 
top managemerlt may be so diverse that any substantial manage-
ment control may be ineffective. This is due to the political 
implication in all government spending; where constituents, 
special interest-groups, or party leaders exercise their influ-
ence on top policy considerations. (3) Nature of government 
programs-where .unclear and ambiguous legis_lation is passed to . 
establish government programs, which leaves total descretion 
to.the program administrators. This allows many program admin-
istrators unde;- the legislation to determine _their own goals 
and objectives in accomplishing legislative intent: too often 
leading to duplication, unmeasurable, and uncomparable impacts 
on society. These environments substantially hinder any cen-
tralized control or direction necessary for a more cohesive 
government organization. 
3. Zero-base budgeting does not provide increased.managerial 
control over. governmental programs. This budgeting technique 
may provide the framework for stating goals and objectives 
and measuring performance of government prdgrams, however, it 
does not increase the validity of the information needed for 
better management control. This is evidenced by the lack of 
adequate program evaluation experienced to date. Most stated 
goals and objectives are ambiguous and elusive and cannot be 
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put into measurable terms. This is due to the nature of the 
program$ and a natural resistance to the zero-base concept 
by lower ievel managers. Because of the ambiguity in govern-
ment programs; output measures, which are necessary for deter-
mining efficiency and effectiveness, are not available. With-
out.this determination,. better decisionmaking and increased 
managerial control over government spending is difficult to 
• achieve. 
4. The stated advantages of ZBB are not necessarily attain-
able in the federal bureaucracy. The first advantage listed 
in chapter three is: ZBB leaves out the assumption that last 
year's programs are probably all right. This may be desire-
able in terms of controlling and reallocating resources, how-
ever, those programs which comprise most of the government 
spending are locked in for spending requirements for years 
to come. 
The second and .third advantages state that managers are re-
sponsible for planning and evaluating their own cost effec-
tiveness. The natural resistance to the ZBB concept and the 
inability to acquire adequate data for evaluation refutes 
these claims. 
5. Uncontrollable spending by the federal government is 
prevelant today and will more likely increase in the future. 
Uncontrollable in ·the sense that the birth place of this 
spending is through permanent legislation and not the bud-
getary process. Also, dollars spent in these programs is 
dependent on_ recipient participation and not the result of 
a rational budgetary process by bureaucratic managers. 
In conclusion, this study has shown that ZBB cannot increase 
the manageability of government spending. First, it has been 
established that most government program spending is by nature 
uncontrollable, and without changes in the present laws will 
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continue to require most of the public revenues. In fact,· 
it has been stated that this portion of government spending 
(welfare programs) will demand more and more funds in the 
coming years. 46 
Secondly, management control in those government programs 
which may ·be controllable 1s difficult at best to achieve . .. 
This is d~e to employee resistance,. di verse influences, and 
the nature of program legislation; all of which hinder the 
centralized decisionmaking effort by the executive branch of 
government. Also, the inability to place a value on program 
expenditures precludes outp~t measures which are needed to 
determine their efficiency and effectiveness: thus allowing 
for adequate program evaluation and resulting in the real-
location of resources. This is evidenced by the lack of 
redirecting or the cutting of any substantial program appro-
priations as a result of the budgetary (ZBB) process. 
Without the ability to provide a centralized rational decis-
ionmaking process, management controls will be minimal. 
Decentralized political factors will prevail over rational 
attempts to provide direction and control over our federal 
bureaucracy. It will not be a cohesive and effective organ-
ization but one which is compartmentalized and influenced 
by m~ny different· segments of the public it serves. One 
which we now have. 
4611Fis~·al 1980 Budget: The Policy of Restraint" Congres-
sional Quarterly Inc. January 27, 1979, p. 115. 
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